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Uncle Sam and the Farmer 
* by FERRY L. PLATT 


Back in 1932 social workers in Chicago reported that many 
people were poking around in the city’s garbage dumps, seek- 
ing means to stay their hunger. Each time a truck arrived and 
emptied its refuse on the heap there was a scramble for first 
chance at the new delicacies. The report shocked the public. 
But the social workers were not surprised. The situation was 
and is commonly observable in this richest nation in the world. 
The ups and downs of prosperity decrease and increase the 
numbers of those who subsist on fare more repulsive than the 
food for swine to which the Prodigal Son turned during the 
famine in the far country. Some people are always visiting the 
garbage dumps; in 1932 the number was unusually high. 

But 1932 was no year of famine. American elevators never 
before held so much wheat as they held that year. It was no 
year of famine prices. Wheat was selling at the lowest price 
recorded since Queen Elizabeth’s reign. Other agricultural mar- 
kets were also glutted. Farm prices in general had fallen to 
about 44 per cent of 1929 figure. Perishable foods rotted in the 
fields, because prices would not pay costs of transportation. 

With prices on the farm so low the farm families were 
pinched. Little clothing or furniture or machinery was pur- 
chased, which added to the distress in the cities. Even with the 


most rigorous thrift farm taxes and the interest on the mort- 
gage could not be met. Tax sales and mortgage foreclosures 
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| 


| 


| 


_ kept sheriffs busy. These conditions do not merely illustrate the 


now familiar paradox of “poverty in the midst of plenty’; they 
illustrate the further fact that abundant cheap food does not 
guarantee an abundance to eat. 

This situation in 1932 had been developing for years. We — 
may better understand the farmer's side of it by tracing briefly 


this history. 
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Farm Markets Before the World War 

American agriculture has never prospered far from the 
channels of commerce. From colonial days farmers have 
watched the market—and the weather—with anxiety. The 
American pioneers always wanted a waterway or a railway near 
at hand over which they could send their surplus to foreign and 
domestic markets and receive manufactured goods in return. 

After 1900, foreign markets for farm products other than 
cotton began to contract gradually. Other newly opened regions 
were supplying Europe’s needs. However, America’s living 
standards were rising slowly. Her population was increasing 
rapidly. American farmers could dispose of their crops at sat- 
isfactory prices at home. These were “the good old days” to 
which New Deal legislation tries to restore agriculture by re- 
establishing parity prices. 


The War Inflates 

The World War disrupted these tolerably stable and satis- 
factory relations. England, France and Italy had depended on 
Russia and southeastern Europe for much of their wheat. Now 
they were cut off entirely from these sources of supply. Trans- 
atlantic wheat production expanded to supply the food needs 
of the Allies. German submarines tried to prevent these ship- 
ments and the destruction by submarines made further de- 
mands on the wheat producers. U-boats sank so many freight- 
ers that England could hardly keep enough ships afloat to fill — 
her needs. The few available ships had to be used intensively. — 
Therefore, short trips were desired. The nearer nations, the | 
United States and Canada, had an advantage over South Amer- 
ica and Australia as wheat producers. Thus for four years 
North America became the world’s favorite wheat-grower. Af- 
ter the United States entered the War, patriotism gave new in- 
centives to increased production. The war boom held up after 
the war through the 1929 season, : 

Wheat acreage was greatly inflated. In the fifteen years 
from 1899 to 1914 harvested wheat acreage had increased only 
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about one million acres. In the five years from 1914 to 1919, 
the acreage increased from 55 million to 73 million acres. Of 
this 18-million acre increase, 814 millions were credited to the 
Great Plains states. Great stretches of short grass, previously 
used only for grazing, was divided into wheat farms and 
plowed up. For fifteen years before the war America had been 
slowly retiring from the world wheat market. The War threw 
her back in with a vengeance. 

Other crops, aside from tobacco, were not sensationally ex- 
panded. Tobacco acreage increased about 50 per cent, as cigar- 
ettes helped ease the nerves of civilized men engaged in inhuman 
slaughter. Cotton prices tripled. Cattle and hogs reached double 
their previous value per head. In the excitement land prices 
also soared, especially in the corn, cotton and wheat belts. 
Much land was bought on small down payments with a mort- 
gage based on these inflated values. 

The War blew American agriculture up like a toy balloon 
which bulges at the weak places before it explodes. The weak 
places in agriculture were the major export crops—cotton, 
wheat, tobacco and corn-fed hogs. Either acreage or herds or 
land value were due for radical reduction. 

However, in 1919 Europeans still bought American products 
as nevet before—with money the Americans had loaned them. 
In May, 1920, a prominent New York financial writer pre- 
dicted five-dollar wheat within the twelvemonth. 


The Bubble Bursts 3 


It rained on the Great Plains in 1920. Another bumper wheat 

crop grew and ripened. In July, Chicago was still offering $1.85 

a bushel. Harvest began. Nature and the markets still smiled. 
Farm parlors were being measured for new rugs; farm kitchens 
were in line for sinks. But as the crop moved onto the market 
prices collapsed. (The American government had stopped the 
_ loans with which Europe had continued her purchase of Amer-. 
_ ican supplies.) The wheat-growers had paid war prices for 

labor, for machinery, but there was no war price for their crop. | 
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Folks out on the plains expect crop failures often but:not such 
market failures. Such farmers could not believe in the catas- 
trophe and held their wheat for the two dollars which was 
“sure to come.” But the next harvest the price was sixty-two 
cents and still falling. Depression had hit the wheat belt, de- 
pression from which there has been no recovery. 

Other farm crops met varying degrees of loss. 

Land prices broke with farm prices. Between 1920 and 1925 
land outside of the Corn Belt lost nearly 14 of its market value. 
But in the Corn Belt—Ohio, Indiana, Illinois, Iowa and Ne- 
braska—the total farm land value fell from 19 to 12 billions, 
a loss of over 1/3. The Census of 1930 found land prices sag- 
ging still lower in the Corn Belt, though in the rest of the na- 
tion recovery had begun. Between 1930 and 1935 corn land 
again declined in value much more than other land. Mortgages 
contracted in the boom years were foreclosed. The tenantry in- 
crease was spectacular. Mortgage indebtedness is still heavier 
in the heart of the Corn Belt than elsewhere. 

The Cotton Belt had not increased production during the 
War; in fact consumption of American cotton had declined. 
But prices of cotton reached unheard-of figures, and land prices 
rose in the South even more than in the Corn Belt. Then be- 
tween August, 1920 and February, 1921, the cotton price fell 
from 34 cents to 11 cents. Foreclosures ensued. Tenantry in- 
creased rapidly in the deep South. Ravages of the boll weevil 


added to ravages of the market. Southern living standards had sae 


been low. They became precarious. 
There is no need to repeat the story for other crops. 


industrial income was again registering new highs. Agricultural 

income did not come back. It never again reached much mote 
_ than two-thirds of the 1919 figures, although farm population 
has been increased slightly. Economists have sought the causes 
of this chronic invalidism. We may notice a few of them. 
First, there was the abrupt closing of the abnormal war mar- 
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Industry also remembers the depression of 1920 but by 1923 if 
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kets. Western Europe stopped fighting and began farming for 
itself. Submarines stopped destroying tons of food each month. 
With the U-boats out of the North Sea, Danish bacon returned 
to English breakfast tables. Australia and Argentina again 
shipped wheat to Europe. The old forces which for fifteen 
years before the war had been slowly closing the world to 


American food products, were suddenly thrown into play again. 


Second, America’s protective tariff policy still further im- 
peded foreign markets for agricultural products. Until the 
World War, the United States was in debt to Europe for the 
money which had built up and expanded American industry. 
Each year our cotton and wheat went to Europe to pay interest 
and principle on these debts. Under such conditions, even 
though the protective tariff had kept European goods entirely 
out of this country, there would have been a demand for Amer- 
ican products abroad in settlement of these debts. After the war 
Europe was indebted to us. It could pay these debts only by 
sending us more goods than it took from us. If Europe was to 
buy our agricultural products at all we must accept enough - 
European goods to cover the value of the debt payments as 
well as any agricultural goods bought. But to keep the imports 
out, the protective tariff was raised. The basic fact remained: 
If we would not buy from Europe, Europe could not buy 
from us. 


Third,’ the domestic market was restricted by a declining 
animal population. When trucks and tractors took the place of 
horses and mules, the market for corn and hay was reduced. 
It was cheaper to plant, cultivate, harvest and market crops — 
with trucks and tractors. Pressed by low prices, the farmers had 
to take advantage of every saving. But trucks and tractors con- 
sumed gasoline and oil rather than hay and corn. Moreover, 
dairymen and stock raisers had learned how to produce a pork 
chop or a quart of milk with less corn. Animal consumption 
was declining. ; | 

Fourth, trends in human consumption were changing. Birth — 
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rates were declining. Restrictions on immigration tightened 
each year. The population growth was slowing down. The extra 
calories required by our slowly growing human population 
were nearly offset by the smaller animal needs. 

Fifth, the old staples were meeting new competitors. Rayon 
manufacture was restricting the cotton market. Substitutes con- 
tinued to be used in place of wheat flour even after the war 
necessity passed. Americans preferred variety in their bread. 
Moreover, as prosperity returned, standards of diet rose and 
vegetables, fruit, sugar, poultry and dairy products took the 
place of wheat in human stomachs. The per capita consump- 
tion of wheat flour fell steadily from 209 pounds in 1909 to 
184 pounds in 1932. The American market was clearly in no 
position to use the surpluses of staples which Europe was un- 
willing or unable to take. 


The Depression Goes Permanent 

Now according to classical economics, competition in the 
market should bring back satisfactory balance between supply 
and demand. The reasoning is clear; to get anything out of 
their surpluses, farmers will be ready to accept lower prices. 
Consumers will use more goods at these bargain rates. Con- 
sumption will increase. On the other hand, low prices will 
discourage production. Some farmers will be forced out of bus- 
iness; others will stop growing the low-priced commodities. 
Production will decrease. This automatic control is the only 
market control needed. 


However, in practice this classical economy did not work — 


smoothly. The demand for agricultural products is “inelastic,” 


as the economists say. It stretches very little when prices decline. 


Consumers used little more wheat at 6214 ¢ than at $1.85. Even 
at prices which would bankrupt producers, Americans would 


not buy our export surplus of staples. On the other hand, pro- . 


duction decreased little. We may notice several reasons. 
First, when factories reduce production, they reduce expenses, 
by laying off men. The farmer, however, does most of his own 
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work. He cannot appreciably cut his pay-roll. Most other farm 
expenses are relatively fixed. “We can’t pare down expenses 
much,” the farmer calculates. “We'd better raise all we can, 
even if prices are low. If we don’t we can’t meet the taxes.” 
Low prices, then, may encourage rather than discourage pro- 
duction. 

Second, industry had capital at its disposal to finance ad- 
justments. When Henry Ford saw that his Model T was becom- 
ing out-of-date, he could close down and rebuild in order to 
make new cars for the new market. But during the hard times of 
the twenties, farmers did not have capital to make even adjust- 
ments which were obviously wise on the Plains. Wheat farm- 
ers had no capital with which to return the land to cattle rais- 
ing. Cotton share-croppers could not get machinery to culti- 
vate corn. They could only hang on. 


Third, a large corporation can close down its inefficient 
plants and make up the loss on the more efficient ones still in 
operation. But the farmer has only one farm. To close down 
was to lose home, job, and family savings and hope to start 
anew. Even in the twenties when industrial jobs were open, that 
was a big sacrifice. In spite of the battering of the market, the 
established farmers hung on. 


Therefore, during the twenties there was only moderate re- 
duction in number of farms. Still the government was urged to 
stay out of business and leave the adjustments to the pressure 
of economic law. But a breed of men and women which had 
been hardened by fighting drouth, flood, blizzard, grasshoppers 
and boll weevil for generations, would not easily surrender to 
economic law. They knew and practiced the principle of their 
cowboy poet, Badger Clarke: 

“A man has got to stay, | 

. Alikin’ or a-hatin’ 

_.. Still a-workin’ on an’ waitin’; 
; All of us are waitin’ for the mornin’,” — 
_ They hung on, and their depression hung on too. 
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At this point, if the reader will permit us to pause and draw 
the first moral of our story, it may be worded thus: Agricul- 
ture, even more than industry and commerce, needs a stable 
market for prosperity. The profits of business booms and war 
booms are soon lost in the depressions which follow. 

The American farmers were obviously in a position to sup- 
ply the staple agricultural products in abundance. There was 
a considerable scarcity of milk, eggs, vegetables and fruits. But 
of the cereals and cotton, there was more available than we 
could use and the American public was rapidly becoming sati- 
ated with meats. 

Here the farmers met a strange condition. Consumers want 
goods in abundance, but they will pay well only for scarce 
goods. The reason is simple. Consumers insist on paying the 
lowest possible price for goods, regardless of moral scruples. 
The products of sweat shops, child labor or cotton share- 
croppers will be preferred, if they are cheaper than goods pro- 
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duced under more just conditions. Now the only goods on 
which consumers cannot force down prices are scarce goods. 

Industrialists know this and protect their profits by maintain- 
ing an artificial scarcity. They suppress new inventions which 
would increase efficiency. They close factories, if profits are not 
high enough. They crush out competitors so as to be able to 
control production. They secure high tariffs which keep out 
foreign goods. 

Laborers feel the disadvantage of abundance, especially in 
times of mass unemployment. They organize, get the closed 
shop where only union men can work and then limit union 
membership. They restrict the number of apprentices. They 
push laws which forbid the immigration of foreign laborers. 
They demand short hours for only when labor is scarce can 
wages be high. 

Such defenses seem necessary in this world where industry 
and labor are both practicing a policy of scarcity. Consumers 
drive producers to artificial scarcity. Business men dare not run 
their factories full force or profits would vanish. On an untre- 
stricted labor market, all workers would have to labor for the 
wage to which the most desperate job-seeker would consent. 

If consumers really wanted an abundance, it seems that they 
must agree to reward well those who achieve such efficiency. 
But there was no such policy in the twenties. The American 
farmers, already in the age of abundant production which seems 
to be dawning, had to suffer like many other pioneers who 
were ahead of their time. 


The First Attempt—Higher Tariffs 


The American farmers-not only hung on, they struck out 
again at the unfavorable market. A summary of the attempts 
at farm relief will clarify their problem. 

To strengthen markets after the price collapse of 1920, Con- 
gress passed the Fordney-McCumber Tariff. Industries, which 
had been established during the war or, like agriculture, ab- 
normally expanded, met the revived European competition with 
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difficulty. The tariff kept European products off the American 
market, enabled the endangered industries to maintain prices 
and to stay in business. 

Farm support for the measure was secured by including tar- 
iffs on agricultural products. But cotton, wheat and lard were 
sold on a world market at world prices, prices which the Euro- 
pean consumers, with the world from which to buy, were will- 
ing to pay. American tariffs carried about as little weight in 
Liverpool wheat markets as American prohibition did in Eng- 
lish inns. Thus, the first shot for farm relief backfired. In 1923, 
the Farm Bureau reported that, as a result of prices raised by 
the tariff, depressed agriculture was paying a net subsidy of 
$300,000,000 to reviving industry. ‘ 

The farmers generally have learned the lesson of this ep- 
isode: Tariffs do not affect world prices of exported agricultur- 
al products. They do give industry, through high domestic 


prices, a subsidy to which agriculture contributes generously. 


The Second Attempt—Cooperative Marketing 


But the farmers did not rely on governmental action alone. 
In the early twenties interest in cooperative marketing associa- 
tions was intensified. These cooperative marketing attempts 
have demonstrated their usefulness most obviously in handling 
perishable products such as milk and fruit. 

Dairy products are the largest single item on the list of farm 
products cooperatively processed and marketed. In 1935, nearly 
170 million dollars’ worth of milk were sold on contracts nego- 
tiated by farmers’ associations themselves with companies dis- 
tributing milk, while another 110 million dollars’ worth was 


distributed by the associations of the farmers. Cooperation in- 


this field can influence prices more easily because the consumers. 
themselves restrict the number of available producers. City 
boards of health forbid the sale of milk in the city, except from 
dairies approved by the Board’s inspectors. If the marketing 
association can enroll a large part of the approved dairies, it 
can bargain effectively even with the powerful dairy companies. — 
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It is more difficult to handle the major staples, where the 
market is nation-wide and the number of producers runs into 
the hundreds of thousands. However, in the early twenties, cot- 
ton, wheat and tobacco pools were formed to gain for the farm- 
ers the extortionate profits which were supposed to be going 
to middlemen, “grain gamblers” and other speculators on 
boards of trade. The argument for the pools went somewhat as 
follows: Most farmers must sell their crops immediately after 
harvest to meet the expenses of making the crop. These forced 
sales flood the market and bring down prices at the time the 
farmers are selling. When the speculators have bought the 
crop, the prices rise. The pools proposed to take the farm 
products and advance the farmer enough to meet his pressing 
obligations. Then the pools would sell their supplies gradually 
throughout the year, bargaining for maximum prices. At the 
end of the year, the farmer would receive the average price for 
the year, rather than the low harvest-time price. Orderly mar- 
keting seemed to offer considerable gains. If the pool held a 
large part of the crop, it hoped to maintain prices by refusing 
to sell at unsatisfactory prices. 


Now the Federal Trade Commission reports abuses on the 
Board.of Trade, abuses which could be curbed by sound co- 
operatives and governmental regulation. However, even if 
speculative profits had been entirely eliminated, that would not 
have counterbalanced the violent decline in farm income which 
had occurred. ° 


The Burleigh Tobacco Growers demonstrated the limitations _ 

of voluntary cooperation. When tobacco prices collapsed in 

es 1920 the growers rebelled.and formed their tobacco pool. It 

enrolled a majority of the growers, who are relatively few in 
a number. In 1921 the pool handled 68 per cent of the whole — 
crop—119,000,000 pounds. For three years it dominated the — 


market and brought tobacco prices back to pre-war levels. — 
___ However, non-cooperators, without bearing the expense of the 
_ association, could have all the benefits of the improved market. _ 
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Improved prices encouraged members and outsiders to raise 
more Burleigh tobacco. In 1926 the pool still handled 118,- 
000,000 pounds but this was only 40 per cent of the crop. The 
pool had lost control and broke up. Prices fell and were held 
down by the increased production. 

The cotton and wheat pools tried to deal with much larger 
numbers of farmers. They never attained the influence held 
temporarily by the tobacco pools and hence have not suffered 
such spectacular reverses. 

Moral: -Marketing cooperatives strengthen the bargaining 
power of farmers in the markets. However, when radical con- 
traction of reorganization of a branch of agriculture is neces- 
sary, voluntary cooperation is too weak an instrument. There 
is an open field for non-cooperators to block the cooperator’s 
efforts. Even in cooperative Denmark, when the depressed bacon 
market of the 30's demanded severe reductions in the number 
of hogs, the government had to intervene. 


The Third Attempt—the McNary-Haugen Bills 

Neither of the first two attempts had solved the farm price 
problem. Tariff discussion had shown the farmers that world 
prices were beyond their control. Hence, through the McNarty- 
Haugen bills they tried to raise prices to American consumers 
’ above the world level. 

The agricultural tariffs were to be retained. They would keep 
cheap foreign goods off our market. Then the government 
would buy the exportable surplus at a price above world prices. 


Domestic buyers would have to meet the government price. The © 


government would sell its supplies abroad at the world price. 
The government’s losses on these sales would be collected from 
the farmers in prescribed ways. The farmers would have made 
so much on the bulk of the crop sold to American consumers 
that they could afford to take this loss on the exports. 
Defenders of the bills said they merely rendered justice. 


| They let farmers raise prices behind the tariff wall, as the — 


| manufacturers had done for decades. 
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A chief opposing argument urged that, if prices were raised 
in this way, production would increase. Then the amount of 
exports would increase, the losses on the exports would increase 
until they ate up the profits on the domestic market. When the 
plan at last would be given up, agriculture would be worse in- 
flated than at first. Experience with similar schemes abroad 
indicate that this danger would be real. 

However, for a time this bill was the relief measure in which 
farmers generally believed. It passed Congress twice but was 
twice vetoed by President Coolidge as unconstitutional class 
legislation. 


Another Setback—the Depression of 1929 

Before any other relief program was in effect, the new de- 
pression broke. In spite of sustained production, gross income 
from wheat farming in 1932 was less than 30 per cent of 1929 
income. Cotton farmers suffered an almost equal loss. Even 
dairymen, the most favored agricultural group, in 1932 col- 
lected less than 55 per cent of their 1929 income. Income from 
interest, salaries, rents and dividends fell much less. Wages fell 
no more. The Committee on Nutrition of the League of Na- 
tions. quotes statistics which “‘suggest that the main incidence 
of the worst burden of the depression fell on the unemployed, 
the farmers and other primary producers.” 

In the United States, rural schools and churches closed. The 
rural regions with sub-marginal lands had the highest relief 
rates in the nation. Foreclosures and tax sales became so fre- 
quent as to provoke violent resistance. Certain counties in the 
Corn Belt developed tenantry rates comparable to those which 
are usual in the Cotton Belt. : 

Farmers came to realize the cause of their relative disadvan- 
tage. Industry, with its concentrated control, was reducing pro- 
duction to maintain its prices. The unemployed millions were 
the immediate victims of this production control. Farmers, for 
reasons we have already noticed, continued to produce at a 
maximum and thus wrecked their markets. : 
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PRODUCTION CONTROL AND PRICES 


DURING THE DEPRESSION YEARS, 1929-1933 


In competitive inaustries prices were cut 
In monopolistic industries. production was cut 
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| symbol represents 10% of 1929 production and prices 
Black symbols represent 1933 production and prices 
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In industries such as farming where production is not controlled (1929- 
1933), prices drop. Where there is concentrated control, as in the manu- 
facture of farm implements, production is drastically cut to maintain prices. 

The home market was reduced by low incomes for industrial 
laborers and foreign markets were greatly contracted as the 
threat of war and economic tension led us to “buy-at-home and 
produce-at-home” campaigns. Cotton farmers especially were 
exposed because the foreign market takes half of our cotton. 
Foreign producers began to grow larger crops and invade the 
world market. Meanwhile, in spite of bankrupting prices, great- 
er and greater stocks of unsalable surpluses accumulated here 
and all over the world. 


The Fourth Attempt—the Federal Farm Board 
The next attempt at farm relief, the Federal Farm Board, 
encouraged the accumulation of these surpluses. 


7 
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_ prices to parity but not above it. ‘Parity prices” were such as’ 


have you as much as could be bought in the “base period.” 
The “base period” for all commodities but tobacco was. 1909- 
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Soon after his election in 1928, President Hoover redeemed 
a campaign promise by securing the establishment of the Board. 
It was to give financial and other support to national coopera- 
tive marketing agencies and thus give the farmers gains of 
“orderly marketing.” Its work was hardly under way when the 
market broke. The Board then tried to check the price decline 
in wheat and cotton by buying large quantities at pegged prices, 
in the expectation that recovery was just around the corner. 


As the stocks on hand grew more unwieldy, Chairman Legge 
began to urge voluntary crop control. In 1930, in typically 
vehement speeches throughout the Wheat Belt, Mr. Legge 
begged for reduced wheat acreage. His picturesque invectives 
are still remembered, but wheat farmers went back from meet- 
ings to plant the third largest wheat acreage ever planted in 
the United States. There was a similarly vain speaking tour in 
the cotton country. Any individual farmer stood to lose by re- 
duced production, unless the bulk of his fellow-producers did 
the same. Only mass reduction would ease the market. The 
Board could not promise any mass reduction. 


When the Board had to give up further buying, wheat and 
cotton prices fell abruptly. When its business was wound up, 
it had operated at a loss of at least two hundred million dollars. 

Moral: Even the Federal Government is not financially strong 
enough to maintain prices unless it can control production. 


} 
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The Fifth Attempt—the Agricultural Adjustment Act 


With Roosevelt came the Agricultural Adjustment Act. It _ 
gave the Secretary of Agriculture wide powers. The most used . 
one permitted the Secretary to make benefit payments to farm- — 
ers for reducing production of any of the fifteen so-called basic 
commodities. The reduced production was intended to raise 


would make it possible to buy with a bushel of wheat or what 
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1914. The money for the benefit payments was to be raised by 
taxes, collected from the first processors. Thus the Act permit- 
ted the government to promote with money a policy which 
Chairman Legge could urge only with talk. 


Care was taken to preserve democracy. Bureaucracy was re- 
duced by placing local administration in the hands of commit- 
tees of farmers. Referenda were held from time to time to dis- 
cover whether the producers wanted such programs continued. 


Secretary Wallace was as fortunate as Chairman Legge had 
been unfortunate. Severe drouths gave great help to the reduc- 
tion measures. The smaller crops brought better prices and the 
higher prices, supplemented by the benefit payments, raised 
farm income sharply. < 

There were other less desirable developments during the 
period. The rise in price of American wheat and cotton made 
foreigners still less willing to buy our goods. It became evident 
that if American cotton prices are raised much of the foreign 
market will be lost. Moreover, not all farmers were equally 
benefited by the working of the AAA. In the South it is al- 
leged that a large proportion of sharecroppers received no 
part of the benefit payments; many sharecroppers were even 
evicted when their land was put out of cultivation. In the 
North, cattle raisers, dairy men and poultry raisers commonly 
felt that they were hurt by rising feed prices. 


However, there is dispute about the degree of responsibility _ 


of the AAA for the increased fatm prices and increased farm 
‘income. The producers of the major field crops showed their 
faith in the Act by the whole-hearted sign-ups and strong fav- 
orable majorities in the referenda. The economists, on the other 
hand, find it difficult to decide how much of the market im- 
provement was due to the government and how much to the 
drouths. Edwin G. Nourse of the Brookings Institution, after 
the most complete analysis of the programs yet published, con- 
cludes that the government’s action was not so. influential as 
the AAA literature commonly claims, but did nevertheless con- 


20 SOCIAL ACTION 


tribute substantially to agricultural recovery. However he be- 
lieves that, as the agricultural crisis abated, more coercive 
measures would have been necessary to keep production under 
control. 


In fact, 1935 saw control slipping, especially with regard to 
wheat and some grades of tobacco. Tobacco growers, remem- 
bering how non-cooperators had wrecked their marketing as- 
sociations ten years earlier, secured passage of a law which 
would tax heavily.any tobacco producer who did not sign a 
government contract. The cotton growers got a similar law. 
The Administration warned against compulsory control but 
was working out a plan for market control under more normal 
conditions. Then the Supreme Court by a 6-3 decision, declared 
the Act unconstitutional. Three Justices issued an angry minor- 
ity decision saying that the Court’s ruling involved “‘a tortured 
construction of the Constitution,” led to “absurd consequences,” 
and was supported by a suggestion which “hardly rises to the 
dignity of argument.” But the majority of the Court, doubtless, 
had a more accurate intuition of the views of the Founding 
Fathers on agricultural adjustment. In deference to those views 
this popularly supported experiment in democratic social con- 
trol of a great industry came to an end. 


The Sixth Attempt—the Soil Conservation Act 


After the troublesome surpluses had disappeared, Secretary 
Wallace warned that production control was still necessary, 
because America still had the capacity to produce to excess. 
With the AAA declared invalid, a new attack had to be made. 

Studies in the Department showed that the United States 
has but 360 million acres of good crop land and that erosion 
_ has practically destroyed 100 million acres with the destruction _ 
proceeding at the rate of some 300,000 acres a year. Especially ; 
during the past decade and a half, farmers had been overwork- _ 
ing their land to eke out a living with low-priced commodities. 7 
As a result, declining yield, spectacular dust-storms and. un- 3 
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paralleled floods troubled this generation. The very basis for 
agriculture was threatened for generations to come. 

Now cotton, wheat and corn were the crops responsible for 
most of this abuse. The Soil Conservation Act, therefore, con- 
tinued the effort to reduce production of these crops. It au- 
thorized the Secretary to pay farmers to reduce the acreage of 
these and other soil-depleting crops and substitute soil-building 
crops, such as alfalfa, hay and pasture. 

The Act received general support because of the obvious 
need of conservation. But as a crop control measure, it was 
weak. The fertile, relatively slowly eroding soils make the big- 
gest contributions to the surpluses. When crops in 1937 were 
the largest in history, the fall in prices caused anxiety. 


The Seventh Attempt—the Ever-Normal Granary 


This anxiety led to the demand for new market controls. The 
new measure, which went into effect on February 16, 1938, con- 
tinues the Soil Conservation Program for all agriculture, but 
adds the Ever-Normal Granary Program for cotton, wheat, 
corn, tobacco and rice. The law is too complicated to be ex- 
plained in detail here. The program for each crop has its dis- 
tinctive features. A rough description of the wheat program, 
which is somewhat simpler than those for corn and cotton, will 
illustrate the general machinery proposed. 

Each year the Secretary of Agriculture will determine what 
has been the average consumption of wheat in this country in 
the preceding ten years, what has been the average amount ex- 
ported. Fifteen per cent will be added to these amounts as 
usual carry-over and another 30 per cent to make generous pro- 
vision for drouths or other emergencies. These amounts make 
up the requirements for the Ever-Normal Granary in that year. 
By July 15th the Secretary will also announce how many acres, 
under normal weather conditions, will, with the existing carry- 
over, furnish this amount. This national acreage allotment will 
be broken down to be applied to individual farms, as under 


the AAA. 
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Farmers are free to become cooperators or non-cooperators 
by limiting wheat acreage to their allotment. If they cooperate, 
they will receive parity payments from the government, if 
and when appropriations are made by Congress for such 
payments. Cooperators are also eligible for storage loans, sim- 
ilar to those which were used to some extent under the AAA. 
The government will offer these loans if the wheat price on 
June 15th is less than 52 per cent of the parity price, as defined 
under the AAA, or if the crop promises to exceed the needs 
for the domestic and foreign market. The loans will equal from 
52 per cent to 75 per cent of the parity value of the wheat on 
which the loan is made. Hence, they will often exceed the mar- 
ket value of the wheat at the time of the loan. The govern- 
ment asks no security except the grain itself properly stored, 
and stands to lose unless the value of the grain rises above the 
amount of the loan. In effect, the government sets a minimum 
pfice to cooperators and extends the farmer credit so that he 
can hold his wheat for a higher price. 


Now a series of exceptionally good years, or an expansion 


_ of production by farmers who would not cooperate might cause 


the amount in storage to increase unduly. The framers of the 
bill remembered the surpluses which wrecked the Farm Board. 
Hence, if in any year the amount in storage, plus the new crop, 
promises to go more than five per cent over the Ever-Normal 
Granary figure, the Secretary will proclaim a marketing quota, 
which forbids the sale of extra amount. This marketing quota 
is also broken down to apply to each individual farm, but it is 
enforceable against cooperators and non-cooperators, alik 
Only farmers who raise less than 100 bushels of wheat are 
exempt. Forbidden sales will be fined at the rate of 15c. a 
bushel. Farmers who have reduced production in conformi 
with acreage allotments will have that considered in theit m 
keting allotment. They will receive the usual loans to assi 
in holding their crop. The non-cooperators will receive loa 
also, but 40 per cent less in amount than those offered coopera- 


= 
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itors, and these loans will be available only on the part of the 
‘crop they are forbidden to sell. Before June 10th of the year, 
ia referendum must be held among the wheat farmers. If 2/3 of 
ithe farmers approve the quota, it stands. If less than 2/3 sup- 
jport it, the quota is thrown out. In the latter case, the govern- 
iment will discontinue its loans and thus stop holding prices up. 

The programs for the other crops use the same devices, an 
|Ever-Normal Granary figure, acreage allotments, storage loans, 
imarketing quotas and the referendum with the necessary two- 
ithirds majority, though details vary. For wheat, there is also a 
(crop insurance plan. Farmers may insure their wheat crop by 
|paying premiums in the form of wheat or its money equivalent. 
In years of failure, they will receive benefits in whéat or its 
imoney equivalent. If the plan works, it may be extended to 
(other crops. 

This measure gives no direct assistance to dairy men or stock 
iraisers. The most stubborn opposition came from them, because 
tthey feared that the idle acres may be used to increase cattle 
therds. 

In spite of this and other opposition, the law was passed and 
tthe United States entered upon a new venture in social control 
cof a privately owned, decentralized industry. 


Some Principles for Judging Market Controls 


In this sketch of American attempts at farm relief, we have 
sseen how American exports of farm products increased ab- 
mormally during the war and how production did not contract 
steadily with returning peace. We have seen how the tariff has 
protected and subsidized industry, in part at the farmer's ex- 
pense. We have seen gains made by the farmers through market- 
ing cooperatives and the inadequacy of the cooperatives for 
market control. We have seen how the attempt of the govern- 
ment to raise prices led inevitably toward production control 
which achieved at least a partial and temporary success. In 
view of this experience, we may consider certain principles for 
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1. Practicability of Measures : 

Some objectors oppose all market control measures on the 
ground that they will not work. Even supposing that prices can 
be raised without serious loss of customers—which is notably 
untrue in the case of our export cotton—higher prices will en- 
courage present producers to raise more crop and new pro- 
ducers to enter the field. The increased supplies will break prices 
and will leave agriculture with a worse problem of inflated pro- 
ductive capacity than that which has bedeviled it ever since the 
World War. 

These objections are not lightly to be dismissed. Some for- 
eign control schemes have injured their sponsors in just this 
fashion. American agriculture, in depression, is exposed to like 
dangers. Millions of hard pressed farmers are looking for ad- 
ditional income; hundreds of thousands of country youth do 
not have enough work; if more intensive cultivation were prac- 
ticed the American soil would produce much more than it does. 
Raise prices until more intensive cultivation would pay and 
strong motives are released for inflated production, which law 
cannot easily curb. Agricultural prices are weighed down by 
these conditions just as industrial wages are weighed down by 
ten million unemployed. 

Readers must turn to more extensive works for discussion of 
the practicability of various measures under various conditions. 
Here we only remark that bad judgment, in the choice of meth-. 
ods, may be as harmful as bad intent. Jesus was not the only 
wise moralist to lament a lack of worldly shrewdness in the 
“sons of light.” 

However, American and foreign experience indicates to_ 
many economists and statesmen that safe and measurable im- 
provement of farm prices may be achieved, if it is wisely sought. 


2. The Liberty of the Farmers . 

This experience indicates that the necessary production con. 
trol cannot be achieved without some governmental regulatio 
or farm use. Such regulation is attacked as regimentation. _ 
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Some who press this objection seem to labor under the illu- 
sion that farmers are free to do whatever the law does not pro- 
hibit. In fact, however, the market regulates the supposedly 
free farmer. Unrestricted production will force him to sell in a 
depressed market, accept low standards of living, perhaps get 
deeper into debt and in the end lose his farm. 

The commercial farmer, then, is forced to choose between 
subjection to the market or regulation by the government. For 
the last fifteen years, the market has been no very benevolent 
despot. Without government intervention, it will not soon be- 
come more favorable than in 1929 when, even according to the 
generous estimates of the National Industrial Conference 
Board, the 25.1 per cent of the people on the farms received 
only 11.1 per cent of the national income. 

Now the government could do even worse. Its measures 
might be unwise. Its administration might be corrupt and inefhi- 
cient. It might deliberately exploit farmers for the benefit of 
other classes. On the other hand, a democratic government, 
acting as the agency of a reasonably well informed, honest and 
just public, could probably improve farm income. 

If government regulation, with its risks, is chosen, farm- 
ers become more concerned for the election of honest and cap- 
able officials. Strong organizations become more essential to 
represent the farmers before the government and the public. 
It becomes more imperative to watch against arbitrary use of 
this increased political power. Citizens must transfer interest 
from private to public affairs. 


3. Justice 


Some condemn such use of the government because it in- 
volves ‘‘class legislation” and class legislation is wrong. Those 
who condemn all class legislation seem to misunderstand the 
‘duty of government. Our government, according to the Con- 
‘stitution, is founded “to establish justice.” Religious men and 
“women ate concerned about government because they believe 
that the extension of justice is a part of the will of God, and 
7 ; 
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governments carry the chief responsibility for such extension. 
Now governments extend justice by granting rights—and by 
limiting rights—to individuals or classes. Most legislation, 
therefore, is ‘class legislation.’’ Whether the law forbids sit- 
down strikes or requires collective bargaining, whether it es 
tablishes tariffs or enforces deficiency judgments, it dct 
one class against another. The critical question with regard to” 
all such laws is, does the class justly deserve the advantages 
granted? 


The most elaborate recent attempt to prove that farmers have 
no just claim to greater advantages is a study, “Income in 
Agriculture, 1929-1935,” published by the National Industrial 
Conference Board. It claims that farm relief has been justified 
by understatements of farm income. It increases the govern- 
ment estimates by additions, some of which appear excessive. 
Even so, the study shows that men employed full time in fac 
tories receive for their labor about the same amount whi 
farmers receive for their own labor, the labor of their families, 
their managerial skill and their capital investment. The per- 
sistent failure of agricultural capital to earn an income which 
even this study confirms has been responsible for the drastic 
decline in land values, for the increasing proportion of land 
value covered by mortgages and, in part, for the rising tenantry. 
A government which protects other dividends by Public Util- 
ities Commissions, protective tariffs and navies patrolling dis- 
tant waters, partially at the expense of farmers, may with some 
justice be asked to do something for agriculture. ! 


However, the justice of farmers’ demands should not make 
commercial farmers deaf to the just claims of other groups. 
Higher farm prices mean higher living expenses to the unem- 
ployed and to the more poorly paid of the laboring masses who 
are often worse off than the commercial farmer. Moreover 
1929, nearly Y4 of our farmers produced less than 11 per cent 
of the farm goods sold in the market. They sell so little that 
some measures other than market control are necessary to he 


SOCIAL ACTION 27 


em. Again, the hired hands, the most poorly paid labor group 
tthe nation, do not profit from higher market prices unless 
reir employers pay higher wages out of increased profits. 
adical writers charge that the market control program 1s 
cgely a bribe to the aristocracy of American agriculture to 
yy them for supporting the continued exploitation of the 
oorers and the less fortunate farmers. It may become so, un- 
s farmers remember that a man has little interest in justice 
nO is interested only in justice which profits him. 


4. Economy and Mercy 


Some economists oppose market control measures because of 
2 inefficiency they foster. 

It costs more to raise crops in some places than in others, 
sy argue. Wheat-raising is expensive in the semi-arid plains 
rere crops fail seven years out of ten. In Texas, where cotton 
n be harvested with “‘sleds,” six cents a pound can pay the 
ower a profit. In the Southeast, where hand-picking is neces- 
ry, ten cents or twelve cents barely meets the costs of the 
aall grower. Now if the high-cost producers would retire and 
e low-cost producers take over the whole business, the coun- 
+ could enjoy lower prices without injury to the growers. Un- 
rr free competition, the low-cost producers force prices down 
util the high-cost producers must give up the business to them. 
in the other hand, the government programs raise prices till 
ey satisfy the high-cost producer and forbids the more effi- 
ent low-cost producer from expanding operation. Thus the 
end toward greater efficiency appears to be blocked. But there 
e other factors to be considered. The best flour wheat requires 
mi-arid growing conditions, and the best cotton cannot be 
urvested with ‘“‘sleds’”. Hence, if quality has any weight in 
ficiency, the case need not rest entirely on a matter of socio- 
gical mercy. 

“However, even if efficiency is all-important, the pressure of 
ee competition and low prices may not always create it. Dur- 
g the depression, less fertilizer was bought; worn machinery 
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was used; horses came back in the place of tractors. Farmers 
were compelled to exploit the soil and expose it to erosion; 
badly eroded soil is a brake on efficiency for centuries to come. 
An efficient agriculture must be paid enough to maintain efhi- 
ciency. 

Fluid milk production furnishes a glaring instance of the in- 
efficiency which may result from the disorderliness of uncon- 
trolled markets. Cows give more milk in the summer than in 
the winter. If a city milk shed has cows sufficient to supply its 
needs in the winter, at a fair price, it will have too many in the 
summer. On an unregulated market this disparity would cause 
distress prices over much of the year. Efficient dairy plants could 
not be maintained with such a price policy. Thus, when produc- 
tion is necessarily “disorderly,” a deliberate intervention to pro- 
mote “orderly” marketing may increase efficiency. 


If the efficiency that rises in conserving the soil, in main- 
taining quality, and in avoiding wasteful over-production is dis- 
regarded, then it may be granted that, as the objectors say, crop 
control measures do foster inefficiency. Perhaps inefficiency was 
the cardinal economic sin back in an age of scarcity when fam- 
ine was a constant threat. Then merciless competition, though 
it contradicted the best ethics, might be justified because it 
forced maximum production at minimum immediate costs. In 
an age of abundance, efficiency will still be-desirable but other 
interests may outweigh it on some occasions. However, crop 
control is not designed to obstruct efficiency in the acre yield — 
and acre cost phases. Control is applied to acreage planted or 
to volume marketed. In either case, the producer is permitted 
and assisted to produce and market in an orderly fashion, either 
the whole yield from his approved acreage, or his marketing — 
quota produced without greatest efficiency, meaning lowest acre — 
cost or bushel cost which he can achieve, thus his net income 
is further improved. Efficiency remains a determining factor in 
farmers’ incomes. ow 


For instance, at the moment, there is no opening for our less. 
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efficient farmers except the relief rolls. Until more openings 
appear, mercy and common sense seem to dictate that these 
high-cost producers be protected in their present occupations. 

Even when employment opportunities are greater, produc- 
tion control measures may be desirable to slow up revolutionary 
technical changes. The sudden introduction of a practical cot- 
ton picker would throw hundreds of thousands of sharecrop- 
pers and small cotton-raisers out of work. Until places could 
be found for them, restraint on the users of the machines and 
protection for those who could not use them would commend 
itself to the religious spirit. It would delay the coming of low 
prices to consumers, but it would spare more intense suffering 
among the dispossessed. + 

The objectors to market control urge that subsidies, once 
granted, tend to become permanent vested interests. Tariffs, 
granted to the infant steel industry, continue for the present 
monopolies. The objectors are correct in their observation. It 
re-emphasizes the fact that, if the government, rather than 
blind economic urges are to regulate our business life, citizens 
must demand a wiser government policy than has heretofore 


been usual. = =. Dradictiont for Abundance 


From the humanitarian point of view, the most serious ob- 

jection to measures for raising farm prices is that they impose 
serious burdens on needy consumers who must have food and 
clothing but cannot afford to pay more for them. Production 
control, for the purpose of raising prices, is said to produce 
artificial scarcity. 
Defenders of the present measures urge that present plans 
will still produce supplies substantially greater than the Amet- 
ican people normally use. In fact, the Ever-Normal Granary 
_ proposes to maintain stocks higher than have been usual, so 
that there will not even be scarcity and high prices in bad crop 
years. This concern for consumers’ interests contrasts sharply 
_ with the unconcern of the Tariff Commissions. Consumers must 
insist that the concern be kept effective. . 
* 5 


: 


small way, when it supported market prices by buying consid-— 
erable quantities of agricultural surpluses and distributing th m 
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Even so, the measures we have discussed propose to raise 
farm incomes. Higher farm incomes mean higher prices for 
food and clothing, other things being equal, just as higher 
wages means higher prices for manufactured goods. But higher 
farm incomes also mean less unemployment and higher wages 
to meet the higher costs of food and clothing. 


But perhaps other things need not remain equal. It must be 
remembered that needy consumers wear shirts, not cotton. They 
eat bread and bacon, not wheat and live pig. Average food 
prices are about three times the price paid farmers for the raw 
materials. The value of the cotton in a shirt is almost negligible. 
When prices fall, farm prices fall much more than middle- 
men’s margins. At the Boston Milk Hearing in 1933, repre- 
sentatives of the dealers said that they were not concerned 
about milk prices; they collected the same amount per quart 
regardless of prices. These middlemen’s prices erect a higher 
barrier between food and consumers than the farm prices do. 
The recent report of the Federal Trade Commission indicates 
that this barrier can be cut down. In this field, cooperative mar- 


keting and buying may accomplish as much as government 
action. 


However, food products belong in a class apart. Farm 
products are necessities for rich and poor alike, and must be 
made available to the poor. Many industrial products are lux- 
uries and no attempt is made to price them so that the slum- 
dweller can buy. In the case of such a necessity as medical care, 
it has been customary for physicians to serve the poor at a low 


fee and make it up with higher charges to the well-to-do. A 
McNary-Haugen Plan, which would enable the American farm- — 


er to sell at a reasonable price to the well-to-do and at a loss 
among the poor, would have merit. 


wid 


_ This proposal is not wholly fantastic. The AAA did it, in a ; 
= 


free to relief clients. The well-being of the relief clients and the 
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conditions of the farm markets would be improved by a wider 
use of this power. 


The Mixed Committee on Nutrition of the League of Nations 
makes other proposals. It observes that civilized nations supply 
education to all children, whether the parents can afford it or 
not. It asks whether all children are not entitled to adequate 
food as well as minimum education. Free school lunches, which 
provide children with the necessary quantities of the more ex- 
pensive foods—milk, eggs, fruit and vegetables—would insure 
a stronger citizenship and relieve the budget of poorer parents 
so that they could better meet the other needs of their children. 
Again, expectant and nursing mothers have extraordinary nu- 
tritional needs, which are fateful for themselves and their chil- 
dren. The necessary vitamin and mineral foods would be sup- 
plied through public maternal clinics. 


Studies indicate that, even among the non-relief adults, 
especially among the Negroes, there is more under-nourishment 
than a wealthy nation should tolerate. The Social Security 
Board now knows the income of the bulk of our wage-earners. 
Those who have wages too low to afford an adequate diet, 
might be allowed to buy from government stocks at less than 
market prices in quantities limited to the families’ estimated 
needs. Families of our military force have such privileges now. 


A satisfactory solution of this problem, however, is impos- 

sible until the masses of laborers and farmers receive a larger 
share of the national income. In the coming struggle for gen- 
eral abundance, economic interest as well as a sense of common 
human need should unite these two classes .Their attitudes to- 
ward each other may be decisive for their mutual welfare and 
the survival of democracy in the years ahead. 
_ Even if the abundant economy were achieved, crop control 
would probably continue, for the abundant society cannot be 
a disorderly society. Until abundant economy is achieved, farm- 
“ets must guard against too abundant production which under- 
‘mines their prices. For farm prices are farmers’ wages. 


Ferry L. Platt, who is Rural Life Secretary of the 
Council for Social Action, has already given us a 
survey of the farm problem in “Changing Rural 
America,” printed in SociAL: ACTION, June 1, 1937. 
This new article, “Uncle Sam and the Farmer,” 
grows out of Mr. Platt’s experience at Merom Insti- 


tute, located on the Wabash River between Illinois 


and Indiana. Merom’s directors are Ferry and Selma 


Platt, Shirley and Ellen Greene, all specialists in the 
problems of rural life. Merom does not give degrees. 
It does not try to build ladders by which people may 
climb out of rural communities. Its function is to in- 
terpret country to city, and city to country; to en- 
deavor to create understanding between farmer and 


laborer and industrialist. —Arthur E. Holt 
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